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Markets and Performance
The first quarter brought inflation fears, with 10-year Treasury yields moving to a 2021 high of around 1.75%. As investors
acclimated to the Fed’s story of inflation being transitory, yields began to move lower. This continued into the third quarter,
with yields dropping to a low of 1.13% in early August. Inflation, along with the anticipation of Fed balance sheet tapering,
brought concerns once again as supply chain issues were not diminishing as quickly as expected. Some of the wage and
input costs proved to be more permanent than initially thought. The quarter ended with 10-year Treasury yields at 1.53%
and trending higher, benefiting our Strategies as we incorporate shorter portfolio durations to reduce volatility associated
with interest rate risk. The Crossmark taxable fixed income model portfolios continued to outperform their respective
Indexes year-to-date but performed in-line or underperformed for the quarter. September was a strong month (relative to
the Indexes) for all model portfolios, but not strong enough to completely counteract the lower yields at the beginning of
the quarter.
Positive and Negative Contributors to Performance
The two largest positive contributors to performance for all taxable fixed income model portfolios were the duration and
income effects. As mentioned, as yields move higher, the shorter duration positioning of the Strategies works as a positive
contributor to model performance (compared to the Indexes). Our Treasury allocation had a much shorter duration than
that of the Indexes, resulting in the largest positive contributor to performance. Our overweight to the corporate allocation,
along with the addition of fixed-rate preferreds in some of the Strategies, allows a higher level of income generation for
the model portfolios (compared to the Indexes) while boosting the income component into one of the largest positive
contributors to total return. The negative contributors to performance were the allocation and yield curve effects. During the
quarter, the shape of the yield curve shifted, with the steepest part in the 2-year to 5-year area. We focused purchases on
the longer end of the curve to help extend duration as yields moved towards the upper band levels.
Looking Ahead
With yields trending up, the shorter duration positioning of the Strategies should be a benefit to model performance versus
the comparable Indexes in the final quarter of 2021. Typically, October is a volatile month, but it is followed by tailwinds
pushing markets higher into the end of the year. With COVID cases and hospitalizations beginning to fall compared to
the surge seen just a month ago, we should start seeing more people returning to work and conducting more “normal”
activities. This would be a positive for sentiment and growth, which would help move yields back towards the 1.75% level.
In that type of environment, the Crossmark taxable fixed income Strategies are well-positioned, with lower-interest-rate risk
than the broader market and a focus on investment-grade securities.
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Our Firm
Crossmark Global Investments is a faith-based investment management firm that provides a full suite of investment strategies to institutional
investors, financial advisors, and the clients they serve. For over 30 years, the firm has delivered uniquely constructed products based on its
proprietary, disciplined, and repeatable process. Crossmark is especially known for helping its clients align their investments with their values
by creating socially conscious, responsible investment strategies. Founded in 1987, the firm is headquartered in Houston, Texas. For more
information visit: www.crossmarkglobal.com

Contact a member of our Advisor Solutions Team
advisorsolutions@crossmarkglobal.com | 888.845.6910
Crossmark Global Investments, Inc. (Crossmark) is an investment adviser registered with the Securities and Exchange Commission that provides discretionary
investment management services to mutual funds, institutions, and individual clients. Investment advice can be provided only after the delivery of Crossmark’s firm
Brochure and Brochure Supplement Form ADV (Parts 2A and 2B) and Form CRS, and once a properly executed investment advisory agreement has been entered
into by the client.
All Investments are subject to risks, including the possible loss of principal. Past performance does not guarantee future results. Fixed income investments
generally involve three principal risks—interest rate risk, credit risk, and liquidity risk. Prices of fixed-income securities rise and fall in response to interest rate
changes (interest rate risk). Generally, when interest rates rise, prices of fixed-income securities fall. The longer the duration of the security, the more sensitive the
security is to this risk. There is also a risk that the issuer of a note or bond will be unable to pay agreed interest payments and may be unable to repay the principal
upon maturity (credit risk). Lower-rated bonds, and bonds with longer final maturities, generally have higher credit risks. As interest rates rise and/or the credit risk
associated with a particular issuer changes, bonds held within a portfolio may become difficult to liquidate without realizing a loss (liquidity risk).
These materials reflect the opinion of Crossmark on the date of production and are subject to change at any time without notice. Where data is presented that
was prepared by third parties, the source of the data will be cited, and we have determined these sources to be generally reliable. However, Crossmark does not
warrant the accuracy of the information presented.
Information and recommendations contained in market commentaries and writings are of a general nature and are not intended to be construed as investment,
tax or legal advice. These materials reflect the opinion of Crossmark on the date of production and are subject to change at any time without notice. Where data
is presented that was prepared by third parties, the source of the data will be cited, and we have determined these sources to be generally reliable. However,
Crossmark does not warrant the accuracy of the information presented.
This content may not be reproduced, copied or made available to others without the express written consent of Crossmark.
Crossmark Global Investments, Inc.
15375 Memorial Drive, Suite 200, Houston, TX 77079
888.845.6910 advisorsolutions@crossmarkglobal.com
crossmarkglobal.com
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